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§ 645.115 Construction. 

(a) Part 635, subpart B, of this title, 
Force Account Construction (justifica-
tion required for force account work), 
states that it is cost-effective for cer-
tain utility adjustments to be per-
formed by a utility with its own forces 
and equipment, provided the utility is 
qualified to perform the work in a sat-
isfactory manner. This cost-effective-
ness finding covers minor work on the 
utility’s existing facilities routinely 
performed by the utility with its own 
forces. When the utility is not ade-
quately staffed and equipped to per-
form such work with its own forces and 
equipment at a time convenient to and 
in coordination with the associated 
highway construction, such work may 
be done by: 

(1) A contract awarded by the TD or 
utility to the lowest qualified bidder 
based on appropriate solicitation, 

(2) Inclusion as part of the TD’s high-
way construction contract let by the 
TD as agreed to by the utility, 

(3) An existing continuing contract, 
provided the costs are reasonable, or 

(4) A contract for low-cost incidental 
work, such as tree trimming and the 
like, awarded by the TD or utility 
without competitive bidding, provided 
the costs are reasonable. 

(b) When it has been determined 
under part 635, subpart B, that the 
force account method is not the most 
cost-effective means for accomplishing 
the utility adjustment, such work is to 
be done under competitive bid con-
tracts as described in § 645.115(a) (1) and 
(2) or under an existing continuing con-
tract provided it can be demonstrated 
this is the most cost-effective method. 

(c) Costs for labor, materials, equip-
ment, and other services furnished by 
the utility shall be billed by the utility 
directly to the TD. The special provi-
sions of contracts let by the utility or 
the TD shall be explicit in this respect. 
The costs of force account work per-
formed for the utility by the TD and of 
contract work performed for the utility 
under a contract let by the TD shall be 
reported separately from the costs of 
other force account and contract items 
on the highway project. 

§ 645.117 Cost development and reim-
bursement. 

(a) Developing and recording costs. (1) 
All utility relocation costs shall be re-
corded by means of work orders in ac-
cordance with an approved work order 
system except when another method of 
developing and recording costs, such as 
lump-sum agreement, has been ap-
proved by the TD and the FHWA. Ex-
cept for work done under contracts, the 
individual and total costs properly re-
ported and recorded in the utility’s ac-
counts in accordance with the approved 
method for developing such costs, or 
the lump-sum agreement, shall con-
stitute the maximum amount on which 
Federal participation may be based. 

(2) Each utility shall keep its work 
order system or other approved ac-
counting procedure in such a manner 
as to show the nature of each addition 
to or retirement from a facility, the 
total costs thereof, and the source or 
sources of cost. Separate work orders 
may be issued for additions and retire-
ments. Retirements, however, may be 
included with the construction work 
order provided that all items relating 
to retirements shall be kept separately 
from those relating to construction. 

(3) The STD may develop, or work in 
concert with utility companies to de-
velop, other acceptable costing meth-
ods, such as unit costs, to estimate and 
reimburse utility relocation expendi-
tures. Such other methods shall be 
founded in generally accepted industry 
practices and be reasonably supported 
by recent actual expenditures. Unit 
costs should be developed periodically 
and supported annually by a main-
tained data base of relocation expenses. 
Development of any alternate costing 
method should consider the factors 
listed in paragraphs (b) through (g) of 
this section. Streamlining of the cost 
development and reimbursement proce-
dures is encouraged so long as adequate 
accountability for Federal expendi-
tures is maintained. Concurrence by 
the FHWA is required for any costing 
method used other than actual cost. 

(b) Direct labor costs. (1) Salaries and 
wages, at actual or average rates, and 
related expenses paid by the utility to 
individuals for the time worked on the 
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project are reimbursable when sup-
ported by adequate records. This in-
cludes labor associated with prelimi-
nary engineering, construction engi-
neering, right-of-way, and force ac-
count construction. 

(2) Salaries and expenses paid to indi-
viduals who are normally part of the 
overhead organization of the utility 
may be reimbursed for the time worked 
directly on the project when supported 
by adequate records and when the work 
performed by such individuals is essen-
tial to the project and could not have 
been accomplished as economically by 
employees outside the overhead organi-
zation. 

(3) Amounts paid to engineers, archi-
tects and others for services directly 
related to projects may be reimbursed. 

(c) Labor surcharges. (1) Labor sur-
charges include worker compensation 
insurance, public liability and property 
damage insurance, and such fringe ben-
efits as the utility has established for 
the benefit of its employees. The cost 
of labor surcharges will be reimbursed 
at actual cost to the utility, or, at the 
option of the utility, average rates 
which are representative of actual 
costs may be used in lieu of actual 
costs if approved by the STD and the 
FHWA. These average rates should be 
adjusted at least once annually to take 
into account known anticipated 
changes and correction for any over or 
under applied costs for the preceding 
period. 

(2) When the utility is a self-insurer, 
there may be reimbursement at experi-
ence rates properly developed from ac-
tual costs. The rates cannot exceed the 
rates of a regular insurance company 
for the class of employment covered. 

(d) Overhead and indirect construction 
costs. (1) Overhead and indirect con-
struction costs not charged directly to 
work order or construction accounts 
may be allocated to the relocation pro-
vided the allocation is made on an eq-
uitable basis. All costs included in the 
allocation shall be eligible for Federal 
reimbursement, reasonable, actually 
incurred by the utility, and consistent 
with the provisions of 48 CFR part 31. 

(2) Costs not eligible for Federal re-
imbursement include, but are not lim-
ited to, the costs associated with ad-
vertising, sales promotion, interest on 

borrowings, the issuance of stock, bad 
debts, uncollectible accounts receiv-
able, contributions, donations, enter-
tainment, fines, penalties, lobbying, 
and research programs. 

(3) The records supporting the entries 
for overhead and indirect construction 
costs shall show the total amount, 
rate, and allocation basis for each addi-
tive, and are subject to audit by rep-
resentatives of the State and Federal 
Government. 

(e) Material and supply costs. (1) Mate-
rials and supplies, if available, are to 
be furnished from company stock ex-
cept that they may be obtained from 
other sources near the project site 
when available at a lower cost. When 
not available from company stock, 
they may be purchased either under 
competitive bids or existing continuing 
contracts under which the lowest avail-
able prices are developed. Minor quan-
tities of materials and supplies and 
proprietary products routinely used in 
the utility’s operation and essential for 
the maintenance of system compat-
ibility may be excluded from these re-
quirements. The utility shall not be re-
quired to change its existing standards 
for materials used in permanent 
changes to its facilities. Costs shall be 
determined as follows: 

(i) Materials and supplies furnished 
from company stock shall be billed at 
the current stock prices for such new 
or used materials at time of issue. 

(ii) Materials and supplies not fur-
nished from company stock shall be 
billed at actual costs to the utility de-
livered to the project site. 

(iii) A reasonable cost for plant in-
spection and testing may be included 
in the costs of materials and supplies 
when such expense has been incurred. 
The computation of actual costs of ma-
terials and supplies shall include the 
deduction of all offered discounts, re-
bates, and allowances. 

(iv) The cost of rehabilitating rather 
than replacing existing utility facili-
ties to meet the requirements of a 
project is reimbursable, provided this 
cost does not exceed replacement costs. 

(2) Materials recovered from tem-
porary use and accepted for reuse by 
the utility shall be credited to the 
project at prices charged to the job, 
less a considertion for loss in service 
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life at 10 percent. Materials recovered 
from the permanent facility of the util-
ity that are accepted by the utility for 
return to stock shall be credited to the 
project at the current stock prices of 
such used materials. Materials recov-
ered and not accepted for reuse by the 
utility, if determined to have a net sale 
value, shall be sold to the highest bid-
der by the TD or utility following an 
opportunity for TD inspection and ap-
propriate solicitation for bids. If the 
utility practices a system of periodic 
disposal by sale, credit to the project 
shall be at the going prices supported 
by records of the utility. 

(3) Federal participation may be ap-
proved for the total cost of removal 
when either such removal is required 
by the highway construction or the ex-
isting facilities cannot be abandoned in 
place for aesthetic or safety reasons. 
When the utility facilities can be aban-
doned in place but the utility or high-
way constructor elects to remove and 
recover the materials, Federal funds 
shall not participate in removal costs 
which exceed the value of the mate-
rials recovered. 

(4) The actual and direct costs of 
handling and loading materials and 
supplies at company stores or material 
yards, and of unloading and handling 
recovered materials accepted by the 
utility at its stores or material yards 
are reimbursable. In lieu of actual 
costs, average rates which are rep-
resentative of actual costs may be used 
if approved by the STD and the FHWA. 
These average rates should be adjusted 
at least once annually to take into ac-
count known anticipated changes and 
correction for any over or under ap-
plied costs for the preceding period. At 
the option of the utility, 5 percent of 
the amounts billed for the materials 
and supplies issued from company 
stores and material yards or the value 
of recovered materials will be reim-
bursed in lieu of actual or average 
costs for handling. 

(f) Equipment costs. The average or ac-
tual costs of operation, minor mainte-
nance, and depreciation of utility- 
owned equipment may be reimbursed. 
Reimbursement for utility-owned vehi-
cles may be made at average or actual 
costs. When utility-owned equipment is 
not available, reimbursement will be 

limited to the amount of rental paid (1) 
to the lowest qualified bidder, (2) under 
existing continuing contracts at rea-
sonable costs, or (3) as an exception by 
negotiation when paragraph (f) (1) and 
(2) of this section are impractical due 
to project location or schedule. 

(g) Transportation costs. (1) The util-
ity’s cost, consistent with its overall 
policy, of necessary employee transpor-
tation and subsistence directly attrib-
utable to the project is reimbursable. 

(2) Reasonable cost for the movement 
of materials, supplies, and equipment 
to the project and necessary return to 
storage including the associated cost of 
loading and unloading equipment is re-
imbursable. 

(h) Credits. (1) Credit to the highway 
project will be required for the cost of 
any betterments to the facility being 
replaced or adjusted, and for the sal-
vage value of the materials removed. 

(2) Credit to the highway project will 
be required for the accrued deprecia-
tion of a utility facility being replaced, 
such as a building, pumping station, 
filtration plant, power plant, sub-
station, or any other similar oper-
ational unit. Such accrued deprecia-
tion is that amount based on the ratio 
between the period of actual length of 
service and total life expectancy ap-
plied to the original cost. Credit for ac-
crued depreciation shall not be re-
quired for a segment of the utility’s 
service, distribution, or transmission 
lines. 

(3) No betterment credit is required 
for additions or improvements which 
are: 

(i) Required by the highway project, 
(ii) Replacement devices or materials 

that are of equivalent standards al-
though not identical, 

(iii) Replacement of devices or mate-
rials no longer regularly manufactured 
with next highest grade or size, 

(iv) Required by law under govern-
mental and appropriate regulatory 
commission code, or 

(v) Required by current design prac-
tices regularly followed by the com-
pany in its own work, and there is a di-
rect benefit to the highway project. 

(4) When the facilities, including 
equipment and operating facilities, de-
scribed in § 645.117(h)(2) are not being 
replaced, but are being rehabilitated 
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and/or moved, as necessitated by the 
highway project, no credit for accrued 
depreciation is needed. 

(5) In no event will the total of all 
credits required under the provisions of 
this regulation exceed the total costs 
of adjustment exclusive of the cost of 
additions or improvements neces-
sitated by the highway construction. 

(i) Billings. (1) After the executed TD/ 
utility agreement has been approved by 
the FHWA, the utility may be reim-
bursed through the STD by progress 
billings for costs incurred. Cost for ma-
terials stockpiled at the project site or 
specifically purchased and delivered to 
the utility for use on the project may 
also be reimbursed on progress billings 
following approval of the executed TD/ 
utility agreement. 

(2) The utility shall provide one final 
and complete billing of all costs in-
curred, or of the agreed-to lump-sum, 
within one year following completion 
of the utility relocation work, other-
wise previous payments to the utility 
may be considered final, except as 
agreed to between the STD and the 
utility. Billings received from utilities 
more than one year following comple-
tion of the utility relocation work may 
be paid if the STD so desires, and Fed-
eral-aid highway funds may participate 
in these payments. 

(3) All utility cost records and ac-
counts relating to the project are sub-
ject to audit by representatives of the 
State and Federal Government for a 
period of 3 years from the date final 
payment has been received by the util-
ity. 

(Information collection requirements in 
paragraph (i) were approved by the Office of 
Management and Budget under control num-
ber 2125–0159) 

[50 FR 20345, May 15, 1985, as amended at 60 
FR 34850, July 5, 1995; 65 FR 70311, Nov. 22, 
2000] 

§ 645.119 Alternate procedure. 
(a) This alternate procedure is pro-

vided to simplify the processing of util-
ity relocations or adjustments under 
the provisions of this regulation. Under 
this procedure, except as otherwise 
provided in paragraph (b) of this sec-
tion, the STD is to act in the relative 
position of the FHWA for reviewing 
and approving the arrangements, fees, 

estimates, plans, agreements, and 
other related matters required by this 
regulation as prerequisites for author-
izing the utility to proceed with and 
complete the work. 

(b) The scope of the STD’s approval 
authority under the alternate proce-
dure includes all actions necessary to 
advance and complete all types of util-
ity work under the provisions of this 
regulation except in the following in-
stances: 

(1) Utility relocations and adjust-
ments involving major transfer, pro-
duction, and storage facilities such as 
generating plants, power feed stations, 
pumping stations and reservoirs. 

(2) Utility relocations falling within 
the scope of § 645.113 (h), (i), and (j), and 
§ 645.107(i) of this regulation. 

(c) To adopt the alternate procedure, 
the STD must file a formal application 
for approval by the FHWA. The appli-
cation must include the following: 

(1) The STD’s written policies and 
procedures for administering and proc-
essing Federal-aid utility adjustments. 
Those policies and procedures must 
make adequate provisions with respect 
to the following: 

(i) Compliance with the requirements 
of this regulation, except as otherwise 
provided by § 645.119(b), and the provi-
sions of 23 CFR part 645, subpart B, Ac-
commodation of Utilities. 

(ii) Advance utility liaison, planning, 
and coordination measures for pro-
viding adequate lead time and early 
scheduling of utility relocation to min-
imize interference with the planned 
highway construction. 

(iii) Appropriate administrative, 
legal, and engineering review and co-
ordination procedures as needed to es-
tablish the legal basis of the TD’s pay-
ment; the extent of eligibility of the 
work under State and Federal laws and 
regulations; the more restrictive pay-
ment standards under § 645.103(d) of this 
regulation; the necessity of the pro-
posed utility work and its compat-
ibility with proposed highway improve-
ments; and the uniform treatment of 
all utility matters and actions, con-
sistent with sound management prac-
tices. 

(iv) Documentation of actions taken 
in compliance with STD policies and 
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